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CONFIDENTIAL BONN 12929 

E.O. 11652: GDS 
TAGS: ECON. EFIN, GW 

SUBJECT: ITALO-SOVIET CREDIT NEGOTIATIONS 
REF: ROME 12692, ROME 12779 

1 . IN DISCUSSION WITH FRG ECONOMICS AND FINANCE 
MINISTRY OFFICIALS CONCERNING 8 YEAR, 7.25 PERCENT 
EXPORT CREDIT TO THE SOVIET UNION (REPORTED REFTELS) 

WE WERE TOLD THAT THE CREDIT IS FOR CONSTRUCTION OF 
FIVE POLYESTER FIBER PLANTS WITH TOTAL VALUE IN EXCESS 
OF DM 2 BILLION. INTEREST RATE QUOTED BY SUPPLIERS 
TO SOVIETS IS 7.35 PERCENT AND THE CREDIT WILL BE 
GUARANTEED BY THE GOVERNMENT. GERMAN OFFICIALS INSIST, 

HOWEVER, THAT THIS DOES NOT CONSTITUTE A BREAK WITH 
"GENTLEMEN'S AGREEMENT" GUIDELINES. THE REFINANCING 
RATE ON THE SUPPLIER CREDIT (APPROXIMATELY 9-9.5 
PERCENT) IS, THEY MAINTAIN, WHAT IS REGULATED BY THE 
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GENTLEMEN'S AGREEMENT AND IT IS WELL IN EXCESS OF THE 
GENTLEMEN'S AGREEMENT GUIDELINES. THE DEFERENTIAL 
BETWEEN THE RATE QUOTED THE SOVIETS AND THE REFINANCING 
RATE FALLS ON THE EXPORTER WHO, ACCORDING TO GERMAN 
OFFICIALS, PASSES THIS ON TO THE SOVIETS IN FORM OF A 
HIGHER SELLING PRICE ON THE GOODS SOLD. 
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